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1. SUMMARY. IN CONTINUATION OF CORDIAL ATMOSPHERE, DISCUSSIONS ON 
NUCLEAR AGREEMENT WERE CONCLUDED WITH ETEMAD ACCEPTING US POSITION 
THAT REPROCESSING ISSUE SHOULD BE DEALT WITH IN SEPARATE NOTE, BUT 
CONTINUING TO PRESS HIS POSITION THAT US SHOULD INDICATE FROM THE 
OUTSET ITS READINESS TO APPROVE REPROCESSING IN IRAN, ON UNDER- 
STANDING THAT IRAN WOULD MAKE EVERY EFFORT TO ACHIEVE, WITH US 
ADVICE AND ASSISTANCE, DESIRED MULTI-NATIONAL ERAMEWORK, EVEN IF 
SUCH FRAMEWORK UNACHIEVABLE. US SUGGESTION TO RECESS DISCUSSIONS 

AT THIS POINT WAS WELCOMED BY ETEMAD, AS WAS US OFFER TO PROVIDE 
CLEAN DRAFT AS SOON AS POSSIBLE, INCORPORATING NEW PROVISIONS DEV- 
ELOPED DURING DISCUSSIONS. IN SIGNIFICANT REMARK, ETEMAD STATED 
THAT, WHILE NEGOTIATIONS SHOULD BE COMPLETED AS SOON AS POSSIBLE, 

SHAH DOES NOT EXPECT CONCLUSION OE AGREEMENT TO BE TIED IN WITH 
VISIT, BUT THAT HE IS PREPARED DURING VISIT TO RAISE ANY "MAJOR 
PROBLEMS" WHICH MIGHT EXIST. END SUMMARY. 
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2. DISCUSSIONS WITH ETEMAD WERE RENEWED AFTERNOON OF APRIL 27 WITH 
REVIEW OF DRAFT AND PRESENTATION OE NEW OR MODIFIED ARTICLES AS 
SUGGESTED IN REF B, WITH FOLLOWING RESULTS. 
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3. ARTICLE III - ETEMAD CONFIRMED THAT HE PREFERS ARTICLEIII WITH- 
OUT ADDITION OF TOPICS LIST. 

4. ARTICLE VII, A - ETEMAD ACCEPTED MODIFIED TEXT EOR THIS ARTICLE 
PROPOSED IN REF B. 

5. ACTICLE VII, C - US REPS PRESENTED NEW DRAFT ARTICLE WHICH PRO- 
VIDES FOR TRANSFER OF URANIUM ENRICHED UP TO 20 PERCENT U-235 FOR 
FABRICATION IN IRAN FOR IRANIAN REACTORS OR THIRD COUNTRIES. EFFECT 
OF THIS APPROACH, WHICH WE RECOGNIZE IS NOT STANDARD PATTERN, IS 

TO PERMIT TRANSFER IN UNFABRICATED FORM ONLY OF LOW ENRICHED MAT- 
ERIAL. WITH RELATED CHANGE IN ARTICLE VIII, C, NEW PROVISION SEP- 
ARATES FABRICATION OF LOW ENRICHED MATERIAL FROM GENERAL UNDER- 
STANDING OF LATTER ARTICLE. TEXT FOLLOWS: "ARTICLE VII, C. EN- 
RICHED URANIUM CONTAINING UP TO 20 PER CENT IN THE ISOTOPE U-235 
MAY BE ALSO BE TRANSFERRED TO THE IMPERIAL GOVERNMENT OF IRAN OR 
TO AUTHORIZED PERSONS UNDER ITS JURISDICTION, UNDER SUCH TERMS AND 
CONDITIONS AS MAY BE AGREED, FOR THE PERFORMANCE IN IRAN OF CON- 
VERSION OR FABRICATION SERVICES, OR BOTH, FOR THE PURPOSES PRO- 
VIDED FOR IN ARTICLE VII, A OR FOR SUBSEQUENT TRANSFER TO ANOTHER 
NATION OR GROUP OF NATIONS IN ACCORDANCE WITH THE PROVISIONS OF 
THIS AGREEMENT. ENRICHED URANIUM TRANSFERRED UNDER THIS PROVISION 
FOR SUBSEQUENT TRANSFER TO ANOTHER NATION OR GROUP OF NATIONS 
SHALL NOT BE SUBJECT TO THE LIMITATION OF ARTICLE IX." 

6. ARTICLE VIII, B - WHILE NO TEXT PROVIDED, ARTICLE VIII, B REQ- 
UIRES MINOR MODIFICATION TO PROVIDE FOR FABRICATION BY ADDITION 
OF "AND FOR THE ACCOMPLISHMENT OF THE PURPOSES PROVIDED FOR IN 
ARTICLE VII, C." 

7. ARTICLE VIII, C - US REPS PROVIDED FOLLOWING MODIFICATION DES- 
IGNED TO EXEMPT FABRICATION OF LOW ENRICHED URANIUM FROM REQUIRE- 
MENT OF THIS ARTICLE: "ARTICLE VIII, C. EXCEPT AS PROVIDED FOR IN 
ARTICLE VII, C WITH RESPECT TO THE FABRICATION OF ENRICHED URANIUM 
CONTAINING UP TO 20 PER CENT OF THE ISOTOPE U-235, WHEN ANY SEPC- 

lAL NUCLEAR MATERIAL SUBJECT TO ARTICLE X, PARAGRAPH (2) OF THIS 
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AGREEMENT REQUIRES REPROCESSING, FABRICATION OR STORAGE, OR WHEN 
ANY IRRADIATED FUEL ELEMENTS CONTAINING SUCH MATERIAL ARE TO BE 
REMOVED FROM A REACTOR AND ARE TO BE ALTERED IN FORM OR CONTENT, 
SUCH REPROCESSING, FABRICATION, STORAGE OR ALTERNATION SHALL BE 
PERFORMED IN FACILITIES ACCEPTABLE TO BOTH PARTIES." 

8. ETEMAD PLEASED WITH APPROACH IN PRINCIPLE, BUT CONCERNED THAT 
DRAFT MAY NOT COVER ALL CASES OF LOW ENRICHED FABRICATION; E.G., 
REFABRICATION OF LOW-ENRICHED URANIUM RECOVERED FROM FUEL ELEMENTS 
REPROCESSED IN IRAN. HE REQUESTED THAT WE ATTEMPT REDRAFT WHICH 
WOULD CONFINE EFFECT OF ARTICLE VIII, C TO MATERIALS CONSISTING OF 

OR CONTAINING HEU, PU, AND U-233, RATHER THAN EXEMPTION FOR LOW- 
ENRICHED URANIUM. REPS AGREED TO CONSIDER THIS POSSIBILITY FOR 
NEXT DRAFT. 
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9. ARTICLE VIII, E - ETEMAD ACCEPTED APPROACH DESCRIBED IN REF A, 

AS MODIFIED BY REF B, BUT DESPITE FRANK EXPLANATION OP US DIPFI- 
CULTIES, HE TOOK EXCEPTION TO CRITERION OF "ADEQUACY" AS BEING 
OPEN-ENDED IN BOTH DIRECTIONS AND, THUS, TOO UNCERTAIN TO PROVIDE 
IRAN WITH NECESSARY ASSURANCE OP REASONABLE APPLICATION ON PART OF 
US. WE RECOGNIZE AND SUPPORT POINT MADE IN REF B, BUT BELIEVE WE 
MUST CONTINUE TO SEEK FORMULA WHICH WILL MEET ETEMAD'S REQUEST FOR 
REASONABLY OBJECTIVE STANDARD FOR PHYSICAL SECURITY, WHILE NOT PRE- 
JUDICING EXECUTIVE BRANCH PROSITION ON PENDING LEGISLATION. WE 
OFPERED TO RECONSIDER INCLUSION IN ACCOMPANYING NOTE OF SOME LANG- 
UAGE WHICH WOULD RELATE PHYSICAL SECURITY STANDARDS TO THOSE IN US. 
ETEMAD STATED THIS WOULD BE A SATISFACTORY SOLUTION. 

10. ARTICLE IX - WE PROVIDED ETEMAD WITH POLLOWING REVISED TEXT 

FOR ARTICLE IX WHICH INCORPORATES CEILING QUANTITY FIGURE REQUESTED 
IN REF B: "ARTICLE IX, A. THE SEPARATIVE WORK REQUIRED TO PRODUCE 
THE URANIUM ENRICHED IN THE ISOTOPE U-235 TRANSFERRED UNDER THIS 
AGREEMENT FROM THE UNITED STATES OF AMERICA TO IRAN FOR POWER 
APPLICATIONS SHALL NOT EXCEED THAT NECESSARY TO SUPPORT THE FUEL 
CYCLES OF REACTORS HAVING A TOTAL INSTALLED CAPACITY OF 8,000 
(10,000) MEGAWATTS ELECTRIC. 

B. IN THE EVENT, HOWEVER, THAT IRAN ENTERS INTO AN AGREEMENT OR 
AGREEMENTS TO INVEST IN URANIUMENRICHMENT PACILITIES IN THE UNTIED 
STATES, THE QUANTITY OP SEPARATIVE WORK WHICH MAY BE TRANSFERRED 
UNDER THIS AGREEMENT SHALL BE THAT NECESSARY TO SUPPORT THE PUEL 
CYCLES OF REACTORS IN IRAN HAVING A TOTAL INSTALLED CAPACITY OF 
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23,000 MEGAWATTS ELECTRIC; PROVIDED, HOWEVER, THAT THE QUANTITY OP 
SEPARATIVE WORK SO TRANSFERRED SHALL NOT EXCEED THE AMOUND OF SEP- 
ARATIVE WORK TO WHICH IRAN IS ENTITLED PURSUANT TO SUCH AGREEMENT 
OR AGREEMENTS FOR INVESTMENT IN URNAIUM ENRICHMENT FACILITIES IN 
THE UNITED STATES." 
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11. ETEMAD ACCEPTED APPROACH IN PRINCIPLE BUT REQUESTED MINOR MOD- 
lEICATION TO PARA B TO REELECT EACT THAT TOTAL QUANTITY TRANSMIS- 
SIBLE SHOULD BE THAT CORRESPONDING TO UEA SHARE PLUS AMOUNT 
TRANSEERRABLE UNDER ENRICHMENT SERVICES CONTRACTS WITH USG. WE 
AGREED TO INCORPORATE SUCH LANGUAGE IN NEXT DRAFT. WHILE US REPS 
APPRECIATE DESIRABILITY OE CEILING FIGURE, WE CONCERNED ETEMAD WILL 
UTLIMATELY RECOGNIZE THIS APPROACH DEPARTS PROM PRINCIPLE THAT IRAN 
SHOULD BE ALLOWED TO RECEIVE PULL AMOUNT OF MATERIAL TO WHICH IT 
ENTITLED PROM INVESTMENT IN US ENRICHMENT PLANT EOR USE IN IRAN, 

IN THE EVENT ITS PROGRAM SHOULD INCREASE TO THIS CAPACITY WITHOUT 
ADDED UNCERTAINTY OP NEED TO AMEND AGREEMENT. CONTINGENT EPPORTS 
SHOULD BE MADE TO DRAPT APPROPRIATE PROVISION CONSISTENT WITH THIS 
PRINCIPLE AND NEED FOR QUANTITATIVE CEILING. 

12. POLLOWING ABOVE REVIEW, DISCUSSION RETURNED TO REPROCESSING 
ISSUE. US REPS INPORMED ETEMAD THAT, AS ALREADY NOTED, WE WERE PRE- 
PARED TO SEPARATE OUT LOW ENRICHED URANIUM FABRICATION IN ORDER TO 
NARROW ISSUE, AND THAT WE WERE PREPARED TO OPFER PORMULA WHICH 
WOULD PROVIDE IRAN WITH ASSURANCE THAT US APPROVAL EOR REPROCESSING 
IN IRAN WOULD BE FORTHCOMING IF FULL AND ACTIVE SUPPLIER INVOLVE- 
MENT, ON CONTINUING BASIS, ACTUALLY ACHIEVED. WE EXPLAINED, HOWE- 
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EVER, THAT, AS INDICATED IN YESTERDAY'S DISCUSSION, WE ATTACHED 
GREAT IMPORTANCE TO DEVELOPMENT OP UNIPORM AGREEMENT LANGUAGE EOR 
REPROCESSING, LEAVING SPECIAL CIRCUMSTANCES, SUCH AS OTHER PARTIES' 

NPT STATUS, EOR TREATMENT IN ACCOMPANYING NOTE. WE THEN PROVIDED 
ON INFORMAL BASIS FOLLOWING PARTIAL TEXT OF A POSSIBLE NOTE, 

EXPLAINING (A) THAT, IDEALLY, SUCH A NOTE SHOULD BE IN RESPONSE TO 
ONE DELIVERED BY IRAN, SETTING PORTH ITS EPPORTS AND UNDERSTANDINGS, 
AND (B) WAS ONLY PARTIAL TEXT WHICH NOT INTENDED TO IMPLY THAT US 
APPROVAL WOULD BE GRANTED ONLY IN EVENT CONDITIONS SET FORTH WERE 
MET. TEXT FOLLOWS: 

"THE UNITED STATES PULLY UNDERSTANDS THAT IRAN PLANS A VIROROUS 
NATIONAL NUCLEAR POWER PROGRAM AND, IN CONNECTION THEREWITH, INTENDS 
TO DEVELOP CAPABILITIES IN THE NUCLEAR FUEL CYCLE AT AN APPROP- 
RIATE TIME. THE UNITED STATES APPRECIATES THE ECONOMIC INCENTIVES 
IN THE FUTURE FOR SUCH DEVELOPMENT AND THE IMPORTANCE WITH WHICH 
IRAN HOLDS THESE PLANS AS PART OF ITS OVERALL PROGRAM EOR GORWITH. 

"THE UNITED STATES HAS ALSO NOTED WITH PLEASURE IRAN'S DESIRE TO 
EXERCISE LEADERSHIP IN PURTHERANCE OP THE OBJECTIVES OP THE NON- 
PROLIPERATION TREATY, TO WHICH IRAN IS A PARTY, AND ITS INTENTION, 

IN SUPPORT OP THIS OBJECTIVE, TO UNDERTAKE SENSITIVE FUEL CYCLE 
ACTIVITIES IN IRAN, WHEN THESE BECOME TECHNICALLY AND ECONOMICALLY 
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APPROPRIATE, UNDER CONDITIONS WHICH DEMONSTRATE IN THE MOST DEFECT- 
IVE POSSIBLE WAY THAT SUCH ACTIVITIES ARE BEING CONDUCTED IN 
ACCORDANCE WITH THE PROVISIONS OF THE TREATY. IN THIS REGARD, THE 
UNITED STATES IS ESPECIALLY PLEASED TO LEARN OF IRAN'S INTENT, AT 
SUCH TIME THAT REPROCESSING FACILITIES ARE ESTABLISHED IN IRAN, TO 
ACHIEVE THE DULLEST POSSIBLE PARTICIPATION IN THE MANAGEMENT AND 
OPERATION OF SUCH FACILITIES OE THE NATION OR NATIONS WHICH SERVE 
AS SUPPLIERS OE TECHNOLOGY AND MAJOR EQUIPMENT. THE US ALSO APP- 
RECIATES IRAN'S INDICATION THAT IT WILL BE PREPARED, IN CONNECTION 
WITH THE ESTABLISHMENT OF SUCH FACILITIES, TO INVITE THE PARTICI- 
PATION OP US FIRM OR FIRMS IN THE ESTABLISHMENT OF ANY SUCH 
FACILITIES, AND HOPES THAT WILLINGNESS ON THE PART OP IRAN WILL BE 
HELD OPEN POR APPROPRIATE CONSIDERATION WHEN SUCH FACILITIES ARE 
TO BE ESTABLISHED. 

"IN LIGHT OF THESE CONSIDERATIONS, THE UNITED STATES IS PLEASED 
TO INFORM THE IMPERIAL GOVERNMENT OF IRAN THAT, WITH RESPECT TO THE 
IMPLEMENTATION OP ARTICLE VIII, C, OF THE AGREEMENT, OP WHICH THIS 
INTERPRETIVE NOTE IS AN INTEGRAL PART, IN THE EVENT THAT IRAN 
ESTABLISHES A REPROCESSING FACILITY OF A MULTI-NATIONAL CHARACTER, 

IN WHICH THE SAPEGUARDS OF ARTICLE XI OF THE AGREEMENT MAY BE 
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EFFECTIVELY APPLIED, INVOLVING, AT A MINIMUM, THE FULL AND ACTIVE 
PARTICIPATION IN THE MANAGEMENT AND OPERATION OP THE PACILITY, ON 
A CONTINUING BASIS, OF THE COUNTRY SUPPLYING THE REPROCESSING 
TECHNOLOGY, PLANT, OR PRINCIPAL EQUIPMENT, THE GOVERNMENT OP THE 
UNITED STATES WILL BE PREPARED TO AGREE TO THE REPROCESSING IN SUCH 
FACILITY OF MATERIAL SUBJECT TO ARTICLE X OF THIS AGREEMENT." 

13. AS DEPT WILL NOTE, LANGUAGE STATES THAT NOTE WOULD BE INTEGRAL 
PART OP AGREEMENT, THUS REASSURING ETEMAD IN MOST CONVINCING WAY 
THAT NOTE HAS SAME LEGAL FORCE AS AGREEMENT. REPS RECOGNIZE THAT 
DIFPERENT FORMULATION FOR THIS POINT MIGHT BE NECESSARY, BUT 
BELIEVE SUCH FORMULATION WILL BE REQUIRED IF WE WISH TO KEEP 
"STANDARD " AGREEMENT CONCEPT. 

MIKLOS 
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14. AETER REVIEWING ABOVE, ETEMAD STATED THAT IN SPIRIT OE MOVING 
NEGOTIATIONS FORWARD, WHILE HE CONTINUED PREEER TO HAVE ALL UNDER- 
STANDINGS IN AGREEMENT PROPER, HE WAS PREPARED ACCEPT US APPROACH 
OP SEPARATE NOTE. HE THEN REITERATED EARLIER POSITION THAT, WHILE 
IRAN WAS PREPARED TO MAKE EVERY POSSIBLE EPFORT TO ACHIEVE SUPPLIER 
INVOLVEMENT, AND WAS PREPARED TO AGREE IN WRITING THAT IT WOULD 
CONSULT AND SEEK ASSISTANCE OF US IN DEVELOPING SUCH PRAMEWORK, HE 
BELIEVES US SHOULD BE PREPARED TO AGREE NOW THAT REPROCESSING 
APPROVAL WILL BE GIVEN EVEN IP EPPORTS TO ACHIEVE PRAMEWORK WERE 
UNSUCCESSFUL. US REPS STRESSED THAT WE WOULD NOT PRECLUDE US 
APPROVAL UNDER SUCH CIRCUMSTANCES, AND THAT IRAN'S GOOD FAITH EFFORT 
TO ACHIEVE PRAMEWORK WOULD CLEARLY BE APPIRMATIVE PACTOR, BUT THAT 
WE COULD NOT VISUALIZE EXTENDING US READINESS TO PROVIDE APPROVAL 

IN THESE CIRCUMSTANCES IN ADVANCE. WE EMPHASIZED THAT SINCE OBI- 
ECTIVE WAS TO PROVIDE CONVINCING DEMONSTRATION TO OTHER NATIONS 
THAT SUCH ACTIVITIES AS REPROCESSING WERE CONPINED TO PEACEFUL 
PURPOSES, IMPORTANT PACTOR WAS TO HAVE MULTI-NATIONAL PRESENCE AT 
ANY REPROCESSING PACILITY, NOT SIMPLY TO HAVE SOUGHT IT. 

15. IN MORE DETAILED REVIEW OP NOTE, IRANIANS REQUESTED DELETION 

OP PHRASE "WHEN THESE BECOME TECHNICALLY AND ECONOMICALLY APPRO- 
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PRIATE," AS WELL AS REPERENCE "MULTI-NATIONAL CHARACTER," IN VIEW 
OP US EXPLANATIONS THAT STRONG SUPPLIER INVOLVEMENT WOULD MEET 
THIS CONDITION. US REPS INDICATED WILLINGNESS EXPLORE DELETION OP 
PORMER PHRASE, WHICH APPEARS TO HAVE NO OPERATIVE SIGNIPICANCE AND 
WHICH ETEMAD STATED INTRODUCED AGAIN QUESTION OP WHO DECIDES, BUT 
STATED RETENTION OF "MULTI-NATIONAL ' LABEL IMPORTANT TO US OBJECT- 
IVES. DISCUSSION ALSO ENABLED US REPS TO EXPAND ON CONCEPT OF SUP- 
PLIER INVOLVEMENT, INDICATING THAT THIS MEANT CONTINUING AND 
VISIBLE PRESENCE OP SUPPLIER COUNTRY PERSONNEL, NOT SIMPLY PRO- 
PRIETARY OR PORMAL RELATIONSHIP. 

16. WHEN IT BECAME APPARENT THAT ETEMAD NOT PREPARED TO MOVE PROM 
POSITION THAT GOOD PAITH EPPORTS IN CONCERT WITH US TO ACHIEVE 
PRAMEWORK SHOULD SUPFICE TO ELICIT US EXPRESSION OP READINESS TO 
GIVE APPROVAL, US REPS SUGGESTED RECESS EOR PURTHER CONSIDERATION 
BY BOTH PARTIES. ETEMAD WELCOMED SUGGESTION. US REPS ALSO UNDER- 
TOOK TO PREPARE CLEAN DRAPT INCORPORATING ALL CHANGES DISCUSSED IN 
THIS ROUND OP DISCUSSIONS AND PULL TEXT OP US NOTE, THROUGH EMBASSY 
CHANNELS, AS SOON AS POSSIBLE. 
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17. DISCUSSION WAS ACCOMPANIED BY MUTUAL ASSURANCES THAT DIFEERENCES 
HAVE NOW BEEN NARROWED TO SMALL BUT IMPORTANT ISSUE, AND WITH 
BOTH SIDES CONVINCED THAT AGREEMENT CAN NOW BE ACHIEVED. 

18. IN FINAL EXCHANGE, US REPS INQUIRED AS TO TIME SCHEDULE ETEMAD 
EORESEES EOR CONCLUSION OF AGREEMENT. ETEMAD INDICATED INTEREST 
IN PROCEEDING ASQUICKLY AS POSSIBLE, BUT STATED THAT, IN RECENT 
DISCUSSION WITH SHAH, SHAH STATED THAT HE DID NOT EXPECT AGREEMENT 
TO BE RELATED TO HIS VISIT BUT IS PREPARED TO TAKE UP MAY "MAJOR 
PROBLEMS" ETEMAD CONSIDERED NECESSARY TO BRING TO HIS ATTENTION. 
ETEMAD STATED THAT HE DID NOT NOW FORESEE ANY "MAJOR PROBLEMS," 

AND DID NOT KNOW WHETHER OR NOT HE WOULD ACCOMPANY SHAH. US REPS 
AGREED THAT NEGOTIATIONS SHOULD BE CONCLUDED AS SOON AS POSSIBLE, 

AT THE SAME TIME NOTING NEED EOR CAREEUL CONSULTATION WITH 
CONGRESS, IN LIGHT OF STRONG INTEREST IN SUBJECT IN US. 

MIKLOS 

CONEIDENTIAL 
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